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CITY OF CHICAGO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2015

NOTE 1 — REPORTING ENTITY

The City of Chicago (the “City”) is a governmental entity established by laws of the State of lllinois and
has the powers of a body corporate, as defined in the statutes. All significant operations of the City are
included in the scope of the Office of Management and Budget (“OMB”) requirements contained in 2 CFR
Part 200, Subpart F (“Single Audit”). The U.S. Department of Health and Human Services (“HHS") has
been designated as the City’s cognizant agency for the Single Audit. The reporting entity for the City is
based upon criteria established by the Governmental Accounting Standards Board.

Programs Subject to Single Audit — A Schedule of Expenditures of Federal Awards (“SEFA") is
presented for each federal program and a summary of expenditures by federal agency is as follows:

U.S. Department of Agriculture $ 10,406,292
U.S. Department of Commerce (5,466)
U.S. Department of Housing and Urban Development 141,256,959
U.S. Department of Justice 12,817,439
Research and Development Cluster 784,543
U.S. Department of Labor 931,215
U.S. Department of Transportation 285,622,821
U.S. Department of Treasury 42,691
U.S. National Endowment for the Arts 180,945
U.S. Institute of Museum and Library Services 415,521
U.S. Environmental Protection Agency 26,024,542
U.S. Department of Energy 1
U.S. Department of Health and Human Services 289,297,602
Research and Development Cluster 77,299
U.S. Corporation for National and Community Service 828,606
U.S. Social Security Administration 216,806
U.S. Department of Homeland Security 46,518,954
Total Expenditures of Federal Awards $ 815,416,770

Passenger Facility Charges collected and expended, as prescribed by Sections 9110 and 9111 of the
Aviation Safety and Capacity Expansion Act of 1990 issued by the Federal Aviation Administration of the
United States Department of Transportation, are not included in this Single Audit report and are audited
separately.

NOTE 2 — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the “schedule”) includes the federal
award activity of the City of Chicago under programs of the federal government for the year ended
December 31, 2015. The information in this schedule is presented in accordance with the requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). The schedule presents only a selected
portion of the operations of the City of Chicago and accordingly, it is not intended to and does not present
the financial position, changes in net position or cash flows of the City of Chicago.
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CITY OF CHICAGO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2015

NOTE 3 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedule are reported on the accrual or modified accrual basis of
accounting. Such expenditures are recognized following the cost principles contained in OMB Circular A-
87 or the Uniform Guidance, as applicable, wherein certain types of expenditures are not allowable or
are limited as to reimbursement. Negative amounts shown on the schedule represent adjustments or
credits made in the normal course of business to amounts reported as expenditures in prior years. Pass-
through entity identifying numbers are presented where available.

Certain financial awards were received by the City in the form of noncash awards. These noncash awards
are included on the schedule under CFDA Nos. 10.557 and 93.268. The schedule of expenditures of
federal awards includes a column titled Non-Federal Expenditures. Amounts reported in this column
include the City’s required match for federal programs.

The City has a cost allocation plan for allocation of common and indirect costs related to grant programs.
The amounts allocated to 2015 grant programs are based primarily on 2014 budgeted amounts.
Variances between actual costs and budgeted amounts are adjusted on a prospective basis. A copy of
the cost allocation plan is kept on file at the City. The City’s cost allocation plan for 2015 has been
prepared on a Direct Cost Base that does not conform to the direct cost bases in the OMB Uniform
Guidance. The City’s 2015 Cost Allocation Plan (LOCAP) was provided for review and negotiation to the
City’s indirect cost cognizant agency. This LOCAP was subsequently negotiated and approved during
2016 with the understanding that the City's Cost Allocation Plan for 2016 would be changed to the new
base to conform to the OMB Uniform Guidance and Appendix V to Part 200.

The City has not elected to use the 10% de minimis indirect cost rate allowed by the Uniform Guidance.
Individual City departments’ indirect cost rate proposals (ICRP’s) for 2015 have been prepared on a
Direct Cost Base that does not conform to either of the direct costs bases in the OMB Uniform Guidance,
i.e., either Modified Total Direct Costs (MTDC) or Salaries and Wages (S&W). The 2015 ICRP’s for the
Chicago Departments of Planning and Development, Public Health, and Family and Support Services
were negotiated and approved by the City’s indirect cost cognizant agency with the understanding that
the City’s ICRP’s for 2016 would be changed to the new base to conform to the OMB Uniform Guidance.
The submission and documentation of the ICRP’s for all affected City departments, including the 3
aforementioned departments, were prepared in accordance with OMB 2 CFR Part 200, Subpart E
(200.414) and Appendix VII to Part 200.

Federal/State Commingled Funds — The City of Chicago receives various federal awards that are
passed through the State of lllinois. Many of these contracts contain a blend of state and federal awards.
To the extent practical, the federal funding has been segregated from the state funding based on
information provided by the state agencies. In some instances, individual state contracts contain multiple
federal CFDA numbers, and the City has segregated the federal dollars associated with each contract
award based on information received by the pass-through state agency. Due to the timing differences
between the pass through agency fiscal year end and the City’s reporting period, allocation differences
may result.

The state contract for the child care program (federal cluster 93.575/93.596), passed through IDHS, has
been considered a Type A cluster for audit testing purposes each year. The final allocation of federal
expenditures varies depending on the most recent available information provided by IDHS and may be
reported under both CFDA numbers or just one of the individual CFDA numbers.
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CITY OF CHICAGO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2015

NOTE 4 — PRIOR PERIOD FEDERAL EXPENDITURES

As referenced in Note 3, the City of Chicago is the recipient of various grant programs funded by HHS
and passed through the lllinois Department of Human Services (IDHS). In accounting for the federal and
non-federal expenditure allocations related to this funding, estimates are made based on confirmations of
federal funds received from the pass through agency.

For 2015, the City continues to report federal/state blended amounts in the SEFA based on confirmations
received from the IDHS pass through agency. Due to the variance between the pass through agency
reporting period and the City’s reporting period, a reconciliation of estimates may result. The 2015 SEFA
includes TANF Emergency Fund, Recovery Act federal expenditures of $6,368,157 allocated to CFDA
No. 93.714 from the IDHS confirmed amount of $11,606,274 for the funding period July 1, 2014 through
June 30, 2015. The amount was not previously reported in the 2014 SEFA (i.e., under reported by
$5,238,117 and over reported by same amount for CFDA No. 93.596) since IDHS re-appropriated
portions of the 2015 Child Care funding from CFDA No. 93.596 to CFDA No. 93.714.

In fiscal year 2014, the City of Chicago Office of Emergency Management and Communications (OEMC)
received from the U.S. Department of Homeland Security a pass through award from the lllinois
Emergency Management Agency, sub-grant award number 14EMACHGO. The fully executed Notice of
Award was received by OEMC and shared with the City of Chicago Department of Finance in September
2014. The Department of Finance has an established policy that requires receipt of a fully executed grant
agreement before a grant award can be set-up for spending. OEMC postponed setup of the award funds
due to an anticipated Grant Adjustment Notice. The fully executed Grant Adjustment Notice dated
February 2015 was not received by the Department of Finance until after the December 31, 2014 year
end. As a result the FY2014 expenditures for 14EMACHGO were never transferred from the City’'s
corporate fund into the grant fund. Expenditures totaling $475,885 for CFDA No. 97.042 were
inadvertently omitted from the City's 2014 SEFA.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION | — SUMMARY OF AUDITORS' RESULTS

FINANCIAL STATEMENTS (Information obtained from separate report audited by other auditors)
Type of auditors’ report issued: Unmodified
Internal control over financial reporting:

>  Material weakness(es) identified? yes X no

>  Significant deficiency(ies) identified? X yes none reported

Noncompliance material to basic financial
statements noted? yes X no

FEDERAL AWARDS
Internal control over major programs:

>  Material weakness(es) identified? yes X no

>  Significant deficiency(ies) identified? X yes none reported

Type of auditor’s report issued on compliance for major federal programs: Unmodified

Any audit findings disclosed that are required to
be reported in accordance with section 516(a) of
the Uniform Guidance? X yes no

Auditee qualified as low-risk auditee? yes X no

Identification of major federal programs:

CFDA Numbers Name of Federal Program or Cluster

14.239 HOME Investment Partnerships Program

14.241 Housing Opportunities for Persons with AIDS

16.710 Public Safety Partnership and Community Policing Grants

16.738 Edward Byrne Memorial Justice Assistance Grant Program

20.223 Transportation Infrastructure Finance and Innovation Act (TIFIA) Program

20.500 Federal Transit Cluster — Federal Transit-Capital Investment Grants

20.507 Federal Transit Cluster — Federal Transit-Formula Grants

66.468 Capitalization Grants for Drinking Water State Revolving Funds

93.268 Immunization Cooperative Agreements

93.569 Community Services Block Grant

93.575 CCDF Cluster — Child Care and Development Block Grant

93.596 CCDF Cluster — Child Care Mandatory and Matching Funds of the Child
Care and Development Fund

93.600 Head Start

93.714 ARRA-Emergency Contingency Fund for Temporary Assistance for Needy
Families (TANF)

93.914 HIV Emergency Relief Project Grants
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION | — SUMMARY OF AUDITORS’ RESULTS (cont.)

FEDERAL AWARDS (cont.)

Identification of major programs (cont):

CEDA Numbers Name of Federal Program or Cluster
94.011 Foster Grandparent/Senior Companion Cluster — Foster Grandparent
Program
94.016 Foster Grandparent/Senior Companion Cluster — Senior Companion Program

Dollar threshold used to distinguish between
type A and type B programs: $ 3,000,000

SECTION Il — FINANCIAL STATEMENT FINDING

See finding 2015-001 in the separate bound report titled “Basic Financial Statements as of and for the
Year Ended December 31, 2015, Independent Auditors’ Report, and Independent Auditors’ Report on
Internal Control Over Financial Reporting and on Compliance and Other Matters Based Upon an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards for the Year Ended
December 31, 2015.”
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-002

CFDA No. 14.218 Community Development Block Grant (CDBG) —
Entitlement Grants

Federal Award Number B-14-MC-17-0006

Federal Agency U.S. Department of Housing and Urban Development

Pass-through Agency Not applicable

City Department Chicago Office of Budget and Management (OBM)

Repeat of prior year finding 2014-003

Criteria: Payroll charges to grants authorized prior to December 26, 2014, must be supported by the
documentation required by OMB Circular A-87. When employees work on one sole federal award or cost
objective, charges for their salaries and wages will be supported by periodic certifications that the
employees worked solely on that program for the period covered by the certification. These certifications
must be prepared at least semi-annually and must be signed by the employee or supervisory official
having first-hand knowledge of the work performed by employees. When employees work on multiple
activities or cost objectives, a distribution of their salaries or wages will be supported by personnel activity
reports or equivalent documentation. This activity must reflect an after-the-fact distribution, must account
for the total activity for each employee, must be prepared at least monthly and coincide with one or more
pay periods, and must be signed by the employee.

Condition/Context: During our testing of the summary schedule of prior audit findings, we tested the
current status of prior year finding 2014-003. This prior year finding noted instances where an employee's
entire salary was charged to CDBG, however, supporting documentation provided indicated that only a
portion of each employee's time was actually spent on CDBG activities. There were no personnel activity
reports or equivalent documentation prepared in accordance with OMB Circular A-87. For the majority of
2015, the City’s payroll documentation requirements remained the same as 2014. We understand the City
revised its time and effort reporting system during 2015, however this system was not fully implemented
for all departments in 2015. Since the revised system was not in place throughout 2015, this finding still
applies. There was no sample considered to be statistically valid.

Effect: Salaries charged to CDBG could be inconsistent with the actual time spent on CDBG activities.

Questioned Costs: Questioned costs are unable to be determined because personnel activity reports or
equivalent documentation is not available to support the amounts that should have been charged to
CDBG.

Cause: The City did not have a consistent system for requiring personnel activity reports or equivalent
documentation when employees spend their time on multiple grant or non-grant activities.

Recommendation: We recommend OBM ensure that relevant City departments are complying with the
payroll documentation requirements recently implemented. Also consider that, for federal awards issued
after December 26, 2014, the City is required to follow the requirements of the Uniform Guidance.

Views of Responsible Officials: See Corrective Action Plan.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-003

CFDA Nos. 14.241 Housing Opportunities for Persons with AIDS
93.268 Immunization Cooperative Agreements
93.914 HIV Emergency Relief Project Grants

Federal Award Numbers ILH15-F001, 5H231P000732-03, 2 H89HA00008-24-00, 6
H89HA00008-24-02, 2 H89HA00008-25-00, 6 H89HAO0008-25-03

Federal Agencies U.S. Department of Housing and Urban Development
U.S. Department of Health and Human Services

Pass-through Agency Not applicable
City Department Chicago Department of Public Health (CDPH)
Repeat of prior year finding 2014-004

Criteria: For federal awards after December 26, 2014, per guidance provided in 2 CFR part 200.430,
charges to federal awards for salaries and wages must be based on records that accurately reflect the
work performed. These records must: 1) Be supported by a system of internal control which provides
reasonable assurance that the charges are accurate, allowable, and properly allocated; 2) Be
incorporated into the official records of the non-federal entity; and 3) Reasonably reflect the total activity
for which the employee is compensated by the non-federal entity, not exceeding 100% of compensated
activities.

For federal awards prior to December 26, 2014, payroll charges to a grant must be supported by the
documentation required by OMB Circular A-87. When employees work on one sole federal award or cost
objective, charges for their salaries and wages will be supported by periodic certifications that the
employees worked solely on that program for the period covered by the certification. These certifications
must be prepared at least semi-annually and must be signed by the employee or supervisory official
having first-hand knowledge of the work performed by employees. When employees work on multiple
activities or cost objectives, a distribution of their salaries or wages will be supported by personnel activity
reports or equivalent documentation. This activity must reflect an after-the-fact distribution, must account
for the total activity for each employee, must be prepared at least monthly and coincide with one or more
pay periods, and must be signed by the employee.

Throughout 2015, CDPH used semi-annual certification forms to document time spent on federal and
non-federal activities.

Condition/Context: During our payroll testing for these programs, we noted instances where CDPH was
not following Uniform Guidance or OMB Circular A-87 requirements:

> CDPH's Salary Certification form does not show a direct connection with what is certified and
what percentages should be charged to each grant due to the structure of the form. The form
lists the grant or grants that the employee is charged to at the top of the form, but then the
employee will certify their time based on a general cost objective. Therefore, the actual
allocation of the percentage between the grants is not able to be determined if an employee
is charged to more than one grant.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-003 (cont.)

> There was one instance out of 25 payroll transactions sampled where an employee payroll-
related item was charged 100% to a grant, but there was no semi-annual certification on file
for this employee.

> There was one instance of 25 payroll transactions sampled where an employee was charged
to a grant other than the grant that was certified on the salary certification form.

The sample was not statistically valid.
Effect: CDPH is at risk of incorrectly charging an employee's salary to the grant.
Questioned Costs: Questioned costs could not be determined.

Cause: CDPH does not have a consistent system for obtaining, reviewing, and maintaining the
necessary supporting documentation for payroll charges in accordance with federal requirements.

Recommendation: We understand the City, and specifically CDPH, is developing a time and effort
reporting system which CDPH plans to implement in order to have employees charge their time across
multiple grants and meet the applicable requirements. Until implemented, CDPH should continue to
monitor employees’ time allocations and maintain documentation required by OMB Circular A-87 for
grants awarded prior to December 26, 2014 or the Uniform Guidance for Federal Awards for those grants
awarded on or after December 26, 2014.

Views of Responsible Officials: See Corrective Action Plan.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-004

CFDA No. 93.940 HIV Prevention Activities — Health Department Based
Federal Award Number 5U62PS003644

Federal Agency U.S. Department of Health and Human Services

Pass Through Agency Not applicable

City Department Chicago Department of Public Health (CDPH)

Repeat of prior year finding 2014-007

Criteria: According to both the Federal Funding Accountability and Transparency Act (FFATA) and the
terms of the grant agreements, the City is required to report any first-tier subawards to the federal
government. Any applicable original obligations and amendments must be reported no later than the last
day of the following month in which the subaward was made or modified.

Condition/Context:  For the HIV Prevention Activities program, CDPH did not accurately report
subawards for two of its subrecipients (delegate agencies) selected for testing. The sample was not
statistically valid.

Effect: CDPH is not in compliance with the reporting guidelines required by FFATA and the related grant
agreements.

Questioned Costs: None noted
Cause: CDPH has not yet fully implemented the requirements of the Transparency Act.

Recommendation: We recommend that CDPH ensure that reporting under FFATA is completed
accurately based on the subaward information.

Views of Responsible Officials: See Corrective Action Plan
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-005

CFDA No. 93.914 HIV Emergency Relief Project Grants
Federal Award Number H89HAO00008

Federal Agency U.S. Department of Health and Human Services
Pass-through Agency Not applicable

City Department Chicago Department of Public Health (CDPH)

Repeat of prior year finding 2014-005

Criteria: According to 42 USC 300ff-15, the Chicago Eligible Metropolitan Area (EMA), the geographic
area eligible to receive Part A funds, must maintain its level of expenditures for HIV-related services to
individuals with HIV disease at a level equal to its level of expenditures for the preceding fiscal year.

Condition/Context: For 2015, the EMA did not maintain the required expenditure levels. There was no
sample considered to be statistically valid.

Effect: As a result of the EMA’s reduction in level of expenditures, CDPH is not in compliance with the
maintenance of effort requirements of the grant.

Questioned Costs: None noted

Cause: CDPH is aware of the maintenance of effort requirement, however, expenditures have
decreased due to Cook County’s budget reductions, revised assumptions for selected costs, and general
changes in utilization.

Recommendation: We recommend that CDPH work with the grantor to address the circumstances
leading to reduced spending. CDPH should continue to provide documentation of maintenance of effort
during the grant application process and seek alternatives for maximizing spending under the program.

Views of Responsible Officials: See Corrective Action Plan.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-006

CFDA No. 14.239 Home Investment Partnerships Program
Federal Award Number M15-MC170201

Federal Agency U.S. Department of Housing and Urban Development
Pass-through Agency Not applicable

City Department Department of Planning and Development (DPD)

Criteria: Per 24 CFR 92.504(d), if any deficiencies are identified for any inspectable items, a follow-up
on-site inspection is required within 12 months. For non-hazardous deficiencies, the City can either
conduct an on-site inspection or accept third party documentation. Health and safety deficiencies
identified during inspections must be corrected immediately and the City must adopt a more frequent
inspection schedule for these properties.

Condition/Context: During testing of the Housing Quality Standards we noted that seven of the HOME
properties selected for testing had deficiencies noted in their most recent on-site physical inspections and
the City did not follow up with the various HOME properties to determine that these deficiencies were
resolved in a timely manner. The sample was not statistically valid.

Effect: Deficiencies noted from the on-site inspections may not be resolved in a timely manner, resulting
in individuals living in inadequate or unsafe conditions for an extended period of time.

Questioned Costs: None noted
Cause: DPD is aware of the Housing Quality Standards; however, due to turnover and not having the
appropriate level of staffing available to follow up on the deficiencies noted during the on-site inspections,

the Department was unable to fully comply with this standard.

Recommendation: We recommend that the City follow up on all deficiencies noted in the on-site
inspections in a timely manner per HUD's requirements.

Views of Responsible Officials: See Corrective Action Plan.
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CITY OF CHICAGO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2015

SECTION Ill — FEDERAL FINDINGS AND QUESTIONED COSTS (cont.)

FINDING 2015-007

CFDA No. 94.011 Foster Grandparent Program

Federal Award Number 12SFNIL004

Federal Agency U.S. Corporation for National and Community Service
Pass-through Agency lllinois Department on Aging

City Department Department of Family and Support Services

Criteria: According to 45 CFR 2552.42, “Any individual who is registered, or who is required to be
registered, on a State sex offender registry, or who has been convicted of murder, as defined under
Federal law in section 1111 of title 18, United States Code, is deemed unsuitable for, and may not serve
in, a position as a Foster Grandparent or as a Foster Grandparent grant-funded employee.” Also,
according to 45 CFR 2541.420, “records must be retained for three years from the starting date.” The
starting date is the “the day the grantee or subgrantee submits to the awarding agency its single or last
expenditure report for that period.”

Condition/Context: DFSS did not maintain proper eligibility documentation for one out of the 21
volunteers selected for testing in the Foster Grandparent Program. The volunteer's file did not include
documentation that the City performed a National Sex Offender Public Website (NSOPW) search when
the volunteer was initially hired in May 2012. The volunteer served during the entire 2015 fiscal year and,
therefore, DFSS should have retained the documentation of the volunteer's NSOPW search. The sample
was not statistically valid.

Effect: The City could employ a volunteer that is ineligible to participate in the program if all background
checks are not completed.

Questioned Costs: None noted

Cause: Participant files do not contain consistent eligibility documentation, which may have contributed
to this finding.

Recommendation: We recommend that program personnel ensure all volunteer files have a consistent
eligibility document checklist and are organized in a logical manner to help maintain all eligibility
documentation from year to year.

Views of Responsible Officials: See Corrective Action Plan.
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CITY OF CHICAGO

CORRECTIVE ACTION PLAN
Year Ended December 31, 2015

FINDING 2015-003

The Chicago Office of Budget and Management (OBM) is currently working to implement the electronic
Personnel Activity Reports (PAR) system for the Chicago Department of Public Health. The first step
started in January 2016 and requires each employee to manually track time and effort for one year. Once
it has been established which programs the employees work on, OBM will customize data entry fields for
those employees to begin tracking electronically. Manual PARs are reviewed monthly by the Deputy and
Director of Finance and non-compliance is communicated to the respective Deputy for correction.

FINDING 2015-004

The Chicago Department of Public Health hired a Contracts Manager whose focus is solely on contract
management, compliance and execution. This position is responsible for ensuring that all federally
funded contracts submitted comply with the applicable guidelines as required by the Federal Funding
Accountability and Transparency Act (FFATA) and the related grant agreement. Additionally, the Deputy
Commissioner over contracts will conduct audits every one to two months to further ensure compliance.

FINDING 2015-005

Effective July 15, 2016, the Ryan White Program Director and the Program Monitor Manager will meet
guarterly with the Financial and Grants Manager of Hektoen/Cook County Health System to monitor and
evaluate their maintenance of effort and to make recommendations as necessary to ensure compliance
with Health Resources and Services Administration Maintenance of Effort requirement.

FINDING 2015-006

Effective July 15, 2016 the Chicago Department of Planning and Development issued a memorandum for
“Physical Inspections Follow Up.” The Construction Rehabilitation Specialists (CRS) will be required to
complete a Health Safety Deficiency Report for property inspections. A 12 month follow up will be
required for all deficient items identified in the report. For non-hazardous deficiencies, either an on-site
re-inspection will be conducted or the City will accept approved third party documentation reflecting that
the items were corrected.

FINDING 2015-007

The Chicago Department of Family and Support Services (DFSS) program staff is currently developing
procedures that will be implemented by September 30, 2016 to address the eligibility finding. The Foster
Grandparent Program Director will develop an eligibility checklist for the volunteers file and organize
eligibility documentation chronologically. These changes will ensure that each volunteer has had all of
the mandated screenings and checks, including the National Sex Offender Public Website (NSOPW)
check before being placed at a work station or receiving any funds from the grantor.

Additionally, the City of Chicago’s Department of Human Resources will continue to complete all of the
City of Chicago mandated background checks and screenings on all volunteers before DFSS is given the
approval to assign the volunteer. While these background checks do not include a NSOPW check, it
provides another opportunity for the City to identify background issues, including sex offenses, prior to the
volunteer being assigned to the site.
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CITY OF CHICAGO, ILLINOIS
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FOR THE YEAR ENDED DECEMBER 31, 2015



DEPARTMENT OF FINANCE

CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2015

FINDING 2014-001

CFDA No. Not applicable
Federal Agency Not applicable
Pass Through Agency Not applicable
City Departments Chicago Department of Finance

Chicago Department of Family and Support Services
Chicago Department of Public Health

During our audit of major programs, we identified federal expenditures that were recorded in the current
fiscal year, but were incurred in a different fiscal year. In other instances, federal expenditures were
incurred during the current fiscal year, but were recorded in a different fiscal year. Cutoff errors were
accumulated across all major programs and cross-cut testing. The total of all cutoff errors identified was
not material to the SEFA.

2015 STATUS

Department of Finance

The City continues to work with vendors and departments to ensure that invoices are received and paid
on a timely basis. This ensures that expenditures are recorded in the period in which they are incurred in
order to increase compliance with GAAP. 100% compliance remains a goal for the City. The Department
of Finance conducted additional training sessions through March 2015 to address end of year invoices
received for the 2014 calendar year. The training was repeated during the first quarter of 2016 with
emphasis on the proper handling of year-end invoices for the 2015 calendar year. Reinforced training was
provided to both the Grant and Project Accounting Division’s Voucher Audit and Tracking unit as well as
the Accounts Payable section on how to review year end invoices, properly identify in which year the
expenditure was incurred, and accordingly charge the expenditure to the proper period. As a result of this
training, the City of Chicago’s Department of Finance significantly reduced the cutoff errors related to the
period 2014/2015. The cutoff items related to this finding pertain to the 2013/2014 period with the
exception of one which affected 2014/2015 and was considered to be insignificant.

The City continues to provide training for departmental finance officers that will also require monitoring
and strict enforcement of cut-off policies and procedures citywide. The City of Chicago’s Department of
Finance expanded efforts for compliance enhancement to City Departments by requiring that they enforce
cutoff policies for the 2015 audit year with the various City sub-recipients. A memo to all Department
Heads and Finance Directors was issued on December 2, 2015 reminding all of this finding and required
remedial action. The departments were instructed to follow the outlined procedures and adhere to the
specified deadlines. The Department of Finance also hired a Supervisor of Voucher Audit who will be
responsible for providing support and training to staff, City Departments and delegate agencies on proper
processing and timely submission of invoices. Full implementation of sub-recipient cutoff policies is still
anticipated by the 2016 audit year.
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CITY OF CHICAGO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2015

FINDING 2014-001 (cont.)

Department of Public Health

The Department will establish guidelines and deadlines to be communicated internally to all delegate
agencies in the last quarter of 2015 that will also align with the annual deadlines imposed by the City’'s
Comptroller’'s office to assist in ensuring that transactions are recorded in the proper accounting period.
Specifically, the guidelines will encompass the following: 1) Due date of end of year encumbrances. 2)
Deadline for receipt of current years obligations. 3) Deadline when invoices must be submitted for review
and payment.

To assist in minimizing non-compliance with end of year deadlines CDPH communicated the following
deadlines internally and to delegate agencies: 1) Delegate contracts executed by December 15th. 2)
Delegate budget revisions by 15th. 3) Direct voucher request to CDPH Fiscal by January 15th. 3) PVs by
January 15th. 4) 2015 expenses must be incurred by December 31. We anticipate this will help the
Department reach 100% compliance.

Department of Family Support Services

DFSS provides all agencies with notification of the deadline for vouchering for activities that occurred in
the previous year and has rejected vouchers that have not met the deadlines. DFSS will continue to work
with the Department of Finance to implement policies and procedures that ensure that transactions are
recorded in the proper accounting period.

FINDING 2014-002

CFDA No. 16.922 Equitable Sharing Program
Federal Agency U.S. Department of Justice
Pass-through Agencies Not applicable

City Department Chicago Police Department (CPD)

The City Comptroller's Office tracked the activity of this program in a separate fund in the City’'s
accounting system, and interest was recorded in this fund. However, the annual report prepared by the
Chicago Police Department (CPD) did not identify the interest earnings. Approximately $40,000 of interest
income during 2014 was not reported on the annual report.

2015 STATUS

The Office of the Comptroller provided the Chicago Police Department with the interest income for fiscal
year 2014 for Fund OB17 in the amount of $49,973.54. The Chicago Police Department amended the
2014 Equitable Sharing Agreement and Certification to include the interest income. The amended
Equitable Sharing Agreement and Certification has been submitted to and reviewed by Department of
Justice.

The Office of the Comptroller also provided the Chicago Police Department with the interest income for
fiscal year 2015 for Fund 0B17 in the amount of $15,398.20. The interest income has been reported in
the 2015 Equitable Sharing Agreement and Certification and it has been submitted to and reviewed by
Department of Justice.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2015

FINDING 2014-003

CFDA No. 14.218 Community Development Block Grant (CDBG) —
Entitlement Grants

Federal Agency U.S. Department of Housing and Urban Development

Pass-through Agency Not applicable

City Departments Chicago Department of Streets and Sanitation

Chicago Department of Finance

During our testing of expenditures, we noted three instances in our sample of forty where an employee's
entire salary was charged to CDBG, however, supporting documentation provided indicated that only a
portion of each employee's time was actually spent on CDBG activities. There were no personnel activity
reports or equivalent documentation prepared in accordance with OMB Circular A-87.

2015 STATUS

Since September 2015, the Department of Finance Grant and Project Accounting Division (GPAD) and
Voucher Audit employees have been responsible for recording their daily activity into a system generated
Personal Activity Report (PAR) that records the percentage time of their work effort attributed to specified
grants and corporate funding. The employee’s manager is required to review and approve the completed
PAR form monthly. At the end of each quarter the manager will forward the form to the Assistant
Comptroller and the designee responsible for retaining these forms. To date, there have been two
guarterly summary reports completed since the utilization of PAR (4th Qtr. 2015 and 1st Qtr. 2016).

Within ten days after the end of each quarter, quarterly summaries of the PAR time and grant information
will be forwarded to a designated GPAD accountant responsible for reconciling and adjusting the
percentage time summary from the PARs versus the actual payroll costs charged to the applicable
grants. The adjustments posted to the City’s financial system were made semi-annually but will now be
made on a more frequent cycle, quarterly versus semi-annually. Adjusting entries will be reviewed by a
manager and subsequently posted to the City’s Financial Accounting System, as directed by the Assistant
Comptroller, within 30 days after the end of each quarter.

A-87 Salary Certification summarizing the PAR grants and time allocation information for the 6-month
time period (January-June and July-December) will be prepared by the respective employee, approved by
their manager, and then filed with the designated accounting unit and Assistant Comptroller as required
by A-87 and the Uniform Guidance.

Full time employees from The Department of Streets and Sanitation (DSS) are required to submit a
completed A-87 Salary Certification to GPAD on a semi-annual basis, however it wasn't practicable in
2015 for DSS to adapt and implement the usage of PAR. A determination by management was made
starting in 2016 to remove all DSS full time employees from grant funding, thereby eliminating the need to
track time daily in PAR.
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FINDING 2014-004

CFDA Nos.

93.069 Public Health Emergency Preparedness

93.914 HIV Emergency Relief Project Grants

93.940 HIV Prevention Activities — Health Department Based

93.977 Preventative Health Services — Sexually Transmitted Diseases
Control Grants

93.994 Maternal Child Health Block Grant to the States

Federal Agency U.S. Department of Health and Human Services
Pass-through Agencies lllinois Department of Human Services

lllinois Department of Public Health
lllinois Department of Healthcare and Family Services

City Department Chicago Department of Public Health (CDPH)

During our payroll testing for these programs, we noted instances where CDPH was not following OMB
Circular A-87 requirements:

>

CDPH’s OMB Circular A-87 Salary Certification form does not show a direct connection with
what is certified and what percentages should be charged to each grant due to the structure
of the form. The form lists the grant or grants that the employee is charged to at the top of the
form, but then the employee will certify their time based on a general cost objective.
Therefore, the actual allocation of the percentage between the grants is not able to be
determined if an employee is charged to more than one grant.

When employees are charged to multiple grants, there were no personnel activity reports or
equivalent documentation to support their time charged. CDPH is using the semi-annual
certification form for employees charged to multiple programs.

There were eleven instances of 81 payroll transactions sampled where an employee payroll-
related item was charged 100% to a grant, and there was no semi-annual certification on file
for this employee.

2015 STATUS

A-87 time attributed to employees with dual grant funding has been addressed. CDPH continues to roll
out a revised time and attendance system that captures weekly accountability. The new system rolled-out
to the HIV Bureaus December 2015, Emergency Preparedness in January 2016 and will continue to roll
out to remaining department throughout 2016.
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FINDING 2014-005

CFDA No. 93.914 HIV Emergency Relief Project Grants
Federal Agency U.S. Department of Health and Human Services
Pass-through Agency Not applicable

City Department Chicago Department of Public Health (CDPH)

For 2014, the Chicago Eligible Metropolitan Area (EMA) did not maintain the required expenditure levels.

2015 STATUS

The Maintenance of Effort of local governments is requested and reported on a yearly basis as part of the
annual Ryan White application process. The reporting of the Maintenance of Effort is a legislative
requirement in the Ryan White Act. The expenditure levels for the last several years have been slightly
decreased by local governments. With the implementation of the Affordable Care Act (ACA) it is expected
that the reliance upon these funds would be decreased and proportionately funded by either Medicare,
Medicaid or marketplace insurance as our programs are to be utilized as a payer of last resort. Funding
from the Health Resources and Services Administration (HRSA) for the Ryan White Program is for the
provision of health care and supportive services in what is known as the EMA which consists of not only
the city of Chicago, but the nine surrounding counties, namely, Cook, DeKalb, DuPage, Grundy, Kane,
Kendall, Lake, McHenry and Will.

The level of past funding of services in the Chicago EMA is monitored by the planning council as part of
their Priority Setting Resource Allocation (PSRA) activities which identifies the service categories to be
prioritized and funded in the following program year. The Maintenance of Effort and reporting requirement
cannot be waived as it is a part of the legislation and HRSA, the funder, does not have the authority to
waive this requirement. The funding agency gives some discretion for decreases in spending by providing
explanations at the time of submittal of the Maintenance of Effort report. The auditors noted that there
was no companion explanation for the decrease in funding by other governmental entities. As a part of
our Corrective Action Plan implemented by the Chicago Department of Public Health / Ryan White
Program, we will formalize the reporting of the expenditure data and request specific language of the
reasons why there may a decrease in spending from the EMA relative to Cook County.
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FINDING 2014-006

CFDA Nos. 93.069 Public Health Emergency Preparedness
93.977 Preventative Health Services — Sexually Transmitted Diseases
Control Grants
93.944 Human Immunodeficiency Virus (HIV)/Acquired
Immunodeficiency Virus Syndrome (AIDS) Surveillance

Federal Agency U.S. Department of Health and Human Services
Pass Through Agency Not applicable
City Department Chicago Department of Public Health (CDPH)

CDPH used an incorrect salary allocation when charging two employees’ salaries to these grants.
Specifically, CDPH charged an employee 100% to CFDA No. 93.069, when his A-87 salary certification
stated he was only to be 98% charged to CFDA No. 93.069 and the remainder of time was to be charged
to local funds. There was also one employee that should have been charged 90% to CFDA No. 93.977
and 10% to CFDA No. 93.944. However, this employee was allocated 50/50 between programs.
Additionally, when an employee is not working solely on one federal program, the personnel activity
reports should be used instead of a semi-annual certification.

2015 STATUS

A-87 time attributed to employees with dual grant funding has been addressed. CDPH continues to
convert departmental areas to the revised time and attendance system that captures weekly
accountability. In December 2015 and January 2016, HIV Bureaus and Emergency Preparedness,
respectively, were converted to the new system. CDPH will continue to transition other remaining
departments throughout 2016.

FINDING 2014-007

CFDA Nos. 93.914 HIV Emergency Relief Project Grants
93.940 HIV Prevention Activities — Health Department Based
Federal Agency U.S. Department of Health and Human Services
Pass Through Agency Not applicable
City Departments Chicago Department of Public Health (CDPH)

For the HIV Emergency Relief Project Grants program, CDPH did not accurately report subawards for all
of the five subrecipients (delegate agencies) selected for testing. For the HIV Prevention Activities
program, CDPH did not accurately report subawards for both of subrecipients (delegate agencies)
selected for testing.

2015 STATUS
The Federal Funding Accountability and Transparency Act (FFATA) reports continue to be updated

monthly and submitted to the Deputy Commissioner of Finance and Administration for final review against
documented first-tier subawards signed off by the Commissioner prior to final submission.
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FINDING 2014-008

CFDA No. 93.977 Preventative Health Services — Sexually Transmitted Diseases
Control Grants

Federal Agency U.S. Department of Health and Human Services

Pass-through Agencies Not applicable

City Department Chicago Department of Public Health (CDPH)

For 2014, CDPH awarded 6.75% of the required 13.5% of its total award to non-profit organizations.
2015 STATUS

The Chicago Department of Public Health will derive a plan and then allocate the required % of dollars to
qualified non-profit organizations to provide clinical preventive services. Further, the Program Director will
monitor the allocated dollars versus spending on a quarterly basis using quarterly expense reports
provided by the finance officer. At the six month period, the Program Director will notify any respective
delegate agency if the allocated dollars have not been spent and will work with the agency to identify
potential solutions to expend awarded funds. If no solution can be derived, the funds will be relinquished
and then reallocated to another delegate agency to meet the targeted goal of the grant agreement.
Expenditure analysis will be conducted once vouchers are processed. Additionally, the program is
currently developing a delegate agency expenditure report to enable quarterly review.

FINDING 2014-009

CFDA No. 93.914 HIV Emergency Relief Project Grants
Federal Agency U.S. Department of Health and Human Services
Pass-through Agencies Not applicable

City Department Chicago Department of Public Health (CDPH)

CDPH did not properly monitor the program income received by the delegate agencies. The extent of the
program income is not known.

2015 STATUS

Program income is derived from an activity or service funded by the Ryan White HIV/AIDS Program, such
as sliding scale fees or other client cost-sharing payments. Program income remains with the delegate
agency but it must be tracked and then added to the resources committed for the project or program and
used to further the project or program objectives and/or to cover program costs. The Ryan White Program
Monitors will ask that agencies report their program income as part of their quarterly reports based on the
number of clients served and the number of units served as part of the funded service categories. At the
end of the program year, the Director of Administration will accumulate the totals from the quarterly
reports to determine the annual program income for the respective delegate agency. Additionally the
agency will be required to document that the income received has been added to resources committed to
the HIV care program. RW program monitors have implemented the recommendation in the corrective
action plan. Data from 2014 have been received and analysis will be completed by February 11, 2016.
Data for 2015 will be received by February 11, 2016 and analysis completed by March 1, 2016.
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FINDING 2014-010

CFDA No. 93.778 Medical Assistance Program

Federal Agency U.S. Department of Health and Human Services
Pass-through Agencies lllinois Department of Healthcare and Family Services
City Department Chicago Department of Public Health (CDPH)

Our audit testing included payroll and non-payroll expenditures reported to the lllinois Department of
Healthcare and Family Services for expenditures incurred in 2014.

CDPH allocates a portion of its rent and telephone expenditures to this grant. However, the Department
has not maintained support for these charges or documentation of the calculation that is used to
determine the allocation to the grant. For the year, we noted $112,694 of rent and telephone reported
under this program that did not have adequate supporting documentation. The reimbursement rate under
this program was 50%; therefore, reimbursement of $56,347 was received related to these expenditures.

In addition, our expenditure sample included 36 payroll transactions, of which we noted 27 transactions
(including 31 employees) whose salaries charged to this program were also claimed under another
federal program. These salaries are allowed to be claimed under this program, however, the reports
require that amounts reimbursed under another program are deducted to arrive at a net cost to be
claimed. It appears the salaries charged to other programs were not appropriately identified and reduced
from the reimbursement claims made on the quarterly expenditure reports. For the year, we noted
$1,283,164 of salaries reported under this program that were also claimed and reimbursed under another
federally funded grant. The reimbursement rate was 50%; therefore, reimbursement of $641,582 was
received related to these salaries.

Controls were not in place during the year to ensure that expenditures claimed under the program were
properly identified, supported, and calculated.

2015 STATUS

Proper allocation of family case management grants is being reviewed by the Deputy Commissioner of
the Maternal, Infant, Children & Adolescent Health (MICAH) Bureau every quarter and verified by the
central intake nurse for an additional mechanism to insure accuracy. In addition, on a monthly basis, the
management team from MICAH is meeting with the financial officer to review budget expenditures which
will assist in proper allocation of personnel.
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